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SUBJECT: KOREAN EXCHANGE RESERVES DECLINE FURTHER 

REF: SEOUL 0947 

1. IN CONVERSATION FEBRUARY 25 WITH EMBASSY CHIEF 
ECONOMIST, FINANCE MINISTER KIM, YONG HWAN STATED THAT 
GROSS EXCHANGE RESERVES HAD FALLEN TO 890 MILLION DOLLARS 
(DOWN 46 MILLION DOLLARS FROM END OF JANUARY) WHILE SHORT- 
TERM REFINANCE CREDITS HAD RISEN TO 852 MILLION DOLLARS 
(UP 67 MILLION DOLLARS FROM END OF JANUARY). MINISTER KIM 
INDICATED THAT THIS WAS A WORRISOME SITUATION AND 
THAT HE HAD ISSUED GUIDELINES TO TRY TO HOLD RESERVES AND 
REFINANCE LIABILITIES AT ABOUT THEIR PRESENT LEVELS. HE SAID 
THAT GREATER USE WOULD BE MADE OF TRADE CREDITS AND 
IMPORT RESTRICTIONS. ASIDE FROM SECOND 100 MILLION DOLLARS 
FROM U.S. BANKS, HE DID NOT INDICATE ANY IMMINENT LONG- 
TERM CASH FINANCING. EXPORT ORDERS ARE STILL DEPRESSED BUT 
IMPORT LICENSES HAVE FALLEN CONSIDERABLY FROM THEIR ESPECIALLY 
HIGH FOURTH QUARTER LEVEL, INDICATING THAT THE FOREIGN 
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2. MINISTER KIM SAID HE HAD DECIDED TO NEGOTIATE A SECOND 
TRANCHE STANDBY CREDIT WITH THE IMF MISSION PRESENTLY IN 
SEOUL. HE HAD DECIDED AGAINST NEGOTIATING A THIRD TRANCHE 
AGREEMENT ON THE GROUNDS THAT THE PSYCHOLOGICAL DISADVANTAGE 
OUTWEIGHED THE ADDITIONAL 24 MILLION DOLLARS THAT WOULD BE 
POTENTIALLY AVAILABLE UNDER A THIRD TRANCHE AGREEMENT. 

EMBOFF REMINDED MINISTER OF USG PREFERENCE FOR MAXIMUM USE OF 
REGULAR IMF CREDITS IN PREFERENCE TO OIL FACILITY CREDITS. 

MINISTER KIM ASKED RE U.S. POSITION ON USE OF NEW IMF 

EXTENDED FACILITY AND WAS INFORMED THAT WE HAD NOT YET 
RECEIVED WORD ON THIS. HE SAID THAT IMF MISSION WAS PRESSING 
FOR GREATER MONETARY RESTRAINTS IN 1975 BUT THAT THIS WOULD 
BE DIFFICULT IN VIEW OF LARGE FISCAL DEFICIT WHICH WOULD 
PROBABLY RESULT FROM ANTI-RECESSION SPENDING AND DEPRESSED 
REVENUES. 

3. COMMENT: MINISTER KIM'S CONCERN OVER FOREIGN 
EXCHANGE POSITION IS IN LINE WITH ANALYSIS TRANSMITTED 
REFTEL. 
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